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7 Exploring incumbent motivations for producing electric 

vehicles 

 

7.1 Introduction  

The previous chapters have explored the evolution of low-emission vehicles (LEVs) from 

different perspectives, predominantly examining the interplay between car manufacturers and 

policy developments. Chapters 2 and 3 set the stage by giving an overview of the car industry, 

introducing the emerging alternatives to the internal combustion engine (ICE) and presenting 

the perspectives of car manufacturers and policy makers on LEVs. Chapter 4 looked at how 

LEVs evolved internationally, considering the interplay of car firm’s innovation strategies and 

global policies. Chapter 5 investigated the role of public and private protection mechanisms in 

the development and commercialization of LEVs. Next, Chapter 6 examined business models 

for electric vehicles (EVs) by incumbents and new entrants in light of path dependencies and 

government incentives.  

 The findings of the preceding chapters point out various factors that impeded 

incumbents in the car industry from engaging in LEVs, let alone producing them on a large 

scale beyond concept/test cars and for niche markets: Incumbents focused on incremental 

product innovation (Chapter 2) and were averse to technological change (Chapter 3). The 

complexity of global LEV policies posed uncertainties regarding future technological 

developments (Chapter 4). Higher production costs of LEVs relative to ICE cars required 

subsidies from public and private actors (Chapter 5). And, finally, path dependencies and 

government incentives constrained incumbents to conceive new business models for EVs that 

may have induced managers to take counter-economic decisions (Chapter 6).  

Nevertheless, incumbents in the industry invested in LEVs. Chapter 4 described the 

phases in the evolution of LEVs and showed that hybrid vehicles (HVs) established their 

position in the product portfolio of car manufacturers over time and are now mass-produced 

by many incumbents. On the contrary, fuel-cell vehicles (FCs) were tested in several 

demonstration projects and proved to be not economically viable, mainly due to high costs 

and a lack of infrastructure. Intriguingly, EVs followed a different trajectory. EVs went 

through two periods in which incumbents invested in them. However, after an initial 

exploration phase of EVs in the 1990s, EV development lost momentum (Chapter 4). For 

example, GM launched the first mass-produced purpose-built EV, but soon afterward stopped 



CHAPTER 7: EXPLORING INCUMBENT MOTIVATIONS FOR PRODUCING ELECTRIC VEHICLES 

168 

its engagement and scrapped all cars (Chapter 5). EVs faced several problems, such as a short 

driving range, long recharging times and a different driving experience compared to a car with 

an ICE. Most importantly, they were too expensive to produce which, in the absence of 

government incentives, made them unattractive for mainstream consumers and poor business 

propositions for producers. Surprisingly, various car manufacturers began engaging in EVs 

again, beginning in 2006, despite the problems remaining largely unresolved (Chapter 4). 

Chapter 6 revealed that a few incumbents—GM, Nissan and Mitsubishi—re-engaged in the 

large scale production of EVs, yet left details about their underlying reasons unexplained. 

This raises the question why these firms committed vast resources to the development and 

commercialization of EVs while the majority of the incumbents refrained and only developed 

concept cars, prototypes or test cars. 

Previous chapters have explained the engagement of car firms in LEVs mainly with 

the influence of government policies (Chapters 4 and 5). While policies were a key driver for 

LEV engagement, the firm’s motivations were more varied. Specifically, the strategic 

motivations of car firms have been underexplored in previous chapters. To gain more nuanced 

insights into the reasons why incumbents invested in the production of EVs, this chapter 

theoretically and empirically studies a firm’s motivations to engage. Scholars have suggested 

that first-mover advantages, CSR activities, policy pre-emption and/or organizational decline 

stimulate engagement in sustainable technologies such as EVs (Ambec & Lanoie, 2008; 

Kemp, Schot, & Hoogma, 1998; Mone, McKinley, & Barker, 1998; Pinkse & Kolk, 2009; 

Rennings, 2000; Trahms, Ndofor, & Sirmon, 2013; Van den Hoed, 2007). Based on an 

exploratory multiple-case study, the findings of this chapter corroborate these motivations. 

Moreover, the results indicate that perceptions about the EV market also influenced their EV 

engagement.  

This chapter is structured as follows: in the theory section, the challenges car 

manufacturers face when commercializing EVs are depicted and the potential motivations that 

stimulate incumbents to engage in EVs nevertheless are discussed. The approach applied to 

analyze the data is described in the subsequent section. Next, an overview of all the 

incumbents that developed EVs is presented, and their perceptions using case studies of three 

firms that produced EVs on a large scale are explored. The subsequent section examines 

whether the empirical findings confirm the theoretically developed motivations. Finally, the 

discussion section reflects on the motivations, presents managerial implications, and discusses 

limitations and directions for future research.  
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7.2 Value slippage of EVs 

Electric vehicles (EVs) have received increasing public attention over the past several years 

since they hold the promise of alleviating various societal challenges: EVs can be a carbon-

free technology if charged with electricity from renewable sources, they can reduce 

dependence on oil and increase energy security, and they have the potential to mitigate 

climate change (Tate, Harpster, & Savagian, 2008). Although some scholars have raised the 

question whether EVs are, in fact sustainable due to the high amounts of energy and rare-earth 

metals required for their production, and due to the limitation that their use is only sustainable 

if the electricity is supplied by renewable sources (see Chapter 3), EVs are often regarded as a 

sustainable technology (Hockerts & Wüstenhagen, 2010).  

Despite their environmental credentials, EVs have not yet been brought to the market 

on a large scale. With the current available technology and the incumbent business model, 

they are not attractive to consumers when compared to cars with an ICE (see Chapter 6). The 

prices for EVs are simply too high a disadvantage compounded by their short driving range, 

long recharging times, and unfamiliar driving experience. Production costs for EVs are 

substantially higher than those of comparable conventional vehicles with an ICE (Kley, 

Lerch, & Dallinger, 2011). Car firms and industry insiders believe that many customers are 

not willing to pay the premium: “When they find out how much a green vehicle is going to 

cost, their altruistic inclination declines considerably […] People definitely think with their 

wallet” states J.D. Powers, a leading automotive consultancy (Automotive News, 85(6436), 

2010, p. 6). While EVs may produce benefits for society as a whole, these benefits are seldom 

valued by the customer. Customers are often not willing to pay for the additional costs. 

Therefore, car manufacturers are unlikely to recover the full development and production 

costs of EVs from a mainstream customer—a process coined ‘value slippage’ (Lepak, Smith, 

& Taylor, 2007). Value slippage occurs if “value created by one source or at one level of 

analysis may be captured at another” (Lepak et al., 2007: 181). Thus, for EVs a share of the 

value created by a firm slips to society. As a result, the majority of car manufacturers have 

refrained from producing EVs. 

Characterizing and quantifying ‘value slippage’ is complicated by the fact that value is 

subjective and context-specific. Individuals perceive value differently and are influenced by 

their situation (Lepak et al., 2007). Bowman and Ambrosini (2000) suggest that the perceived 

worthiness on an individual level results from “the specific qualities of the product perceived 

by customers in relation to their needs,” which is called ‘use value’ (Bowman & Ambrosini, 
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2000: 2). For example, a car provides both mobility and a unique experience to individuals, 

which, together, define its use value. The use value determines the price a customer is willing 

to pay and thus the value a firm can capture. The difference between the captured (i.e. paid for 

by the consumer) use value and the costs of creating the product generates rents for firms 

(Bowman & Ambrosini, 2000). Yet, in the case of EVs, the costs of value creation exceed the 

‘use value’ for most customers—e.g., the additional costs of electric cars compared to those 

with an internal combustion engine. The additional costs can be attributed to the technology’s 

potential for generating societal value that stems from not emitting polluting particles.  

Although some customers claim they are willing to pay for the societal value (e.g. in 

surveys), very few really do, a phenomenon known as the consumer attitude-action gap (Lane 

& Potter, 2007). This also complicates estimating the use value of an EV. Because firms have 

insufficient real market experience with EVs and because of the consumer attitude-action gap, 

it is difficult for managers to determine what the use value of an EV might be for a customer. 

Therefore, managers often have to rely on their perceptions and vision about the market. This 

is necessary for innovative, so-called market driving firms, which are firms that introduce 

radical new products or processes and in doing so “gain a more sustainable competitive 

advantage by delivering a leap in customer value” (Kumar, Scheer, & Kotler, 2000: 129). 

Kumar et al. (2000: 132) claim that “customers are usually unable to conceptualize or readily 

visualize the benefits of revolutionary products, concepts, and technologies […] Market 

driving firms instead coalesce around vision.” Consequently, this chapter explores managers’ 

perceptions of the use value that EVs may have (or not) for customers rather than looking at 

(individual) customers.  

 

7.3 Motivations to engage in EVs 

Considering the value slippage of EVs, what stimulates incumbents to engage in them? 

Scholars have studied such motivations to develop and commercialize sustainable 

technologies such as EVs (Schaltegger & Wagner, 2011) and have conceptualized the process 

of how firms engage in sustainable innovation (Hockerts & Wüstenhagen, 2010). Several 

studies provide evidence that incumbents can be a source of sustainable innovation (Ahuja & 

Lampert, 2001; Hockerts & Wüstenhagen, 2010; Méthe, Swaminathan, & Mitchell, 1996). 

Yet, what are the motivations to invest in sustainable technologies in the face of value 

slippage? The existing literature suggests four main factors that are potentially at play.  
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First, incumbents often innovate in order to gain a first-mover advantage (Lieberman 

& Montgomery, 1988). By being the first to launch a sustainable product, the innovator may 

yield technological leadership which might allow an eventual increase in its market share 

(Van den Hoed, 2007). A case in point is Toyota, which gained a first-mover advantage with 

its introduction of the hybrid Prius (Porter & Kramer, 2006). Moreover, by anticipating and 

seizing opportunities from climate change, firms may be able to achieve a competitive 

advantage (Hoffman, 2005; Pinkse & Kolk, 2009). Additionally, if applicable, the pre-

emption of scarce resources may create an advantage. Car manufacturers, for example, can 

secure rare earth metals for its production of batteries through backward integration. Last, a 

first-mover advantage can create switching costs for consumers. This might be the case if EV 

manufacturers create industry standards with regard to recharging infrastructure.  

Second, incumbents may invest in sustainable innovations as part of their corporate 

social responsibility (CSR) activities (Ambec & Lanoie, 2008). Different concepts and 

perceptions have emerged around the notion of CSR (Bassen, Jastram, & Meyer, 2005; 

Carroll, 1999; Kolk, 2010). Broadly the literature may be separated into two streams (Kolk, 

2010). One line of literature, known as the ‘beyond compliance’ perspective, would suggest 

that socially responsible firms may invest in sustainable innovations to contribute to society 

and enhance quality of life (WBCSD, 2000). Another body of literature would argue that 

engaging in CSR and investing in sustainable innovation may lead to a competitive advantage 

(Porter & Van der Linde, 1995), to a better reputation (Rindova et al., 2005), or to increased 

access to markets (Ambec & Lanoie, 2008). Thus, investing in sustainable innovations such 

as EVs may be part of firms’ aspiration to contribute to society and ‘doing well while doing 

good’ while at the same time using these innovations as strategic moves to enhance their 

competitiveness.  

Third, incumbents may invest in sustainable innovations to pre-empt government 

policies. In other words, firms may invest in sustainable innovation because they anticipate 

future regulation (Nidumolu, Prahalad, & Rangaswami, 2009) and want to pre-empt more 

stringent regulation (Van den Hoed, 2005). Sceptics have argued, for example, that the 

commitments car manufacturers made to fuel cell technologies were merely ‘window-

dressing’ to prevent more stringent regulation (Van den Hoed, 2005). Consequently, Van den 

Hoed (2005: 271) suggests a more nuanced perspective, arguing that investments were 

“balancing the pressures from external stakeholders (regulators, consumers, competitors) and 

internal barriers for innovation in uncertain technologies.” Thus, pre-emptive behaviour—
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next to already explained government incentives (see Chapters 4, 5 and 6)—could stimulate 

incumbents to engage in sustainable technologies. 

Finally, investing in sustainable innovations may be part of a strategic turnaround to 

prevent organizational decline (Ba, Lisic, Liu, & Stallaert, 2012; Hofer, 1980; Pearce II & 

Robbins, 1993; Trahms et al., 2013). Recent research on green product innovation in the car 

industry found that stock markets not just reacted positively if manufacturers invested in 

green technologies, but even progressively more positively the less profitable a firm was at 

the outset of the investment (Ba et al., 2012). “Investors expect automakers that are doing 

well with existing business to concentrate on their existing business and less profitable 

automakers to find a competitive edge through green vehicle innovations” (Ba et al., 2012: 

25). Two schools of thought have emerged to explain innovative reactions to organizational 

decline. On the one hand, the ‘necessity is the mother of rigidity’ stream argues that 

organizations become less inventive in situations of decline. On the other hand, the ‘necessity 

is the mother of invention’ stream argues that troubled situations induce innovation (Bolton, 

1993; Mone et al., 1998; Trahms et al., 2013). The latter ‘strategic change’ perspective claims 

that firms will offer new products or services in reaction to organizational decline (Ketchen & 

Palmer, 1999). Firms engage in strategic change when a troubled situation is controllable and 

permanent, and when the organization has enough slack resources, sufficient top-management 

support and is flexible in adapting its mission (Mone et al., 1998). If these conditions are not 

fulfilled, organizations are not likely to implement strategic changes and instead react with 

routines firms are familiar with, such as cost savings (Mone et al., 1998). 

In summary, first-mover advantages, CSR activities, policy pre-emption and 

organizational decline may motivate incumbents to invest in sustainable innovations such as 

EVs. Most incumbents in the car industry only developed concept cars or conducted small 

tests. This raises the question why some car firms invested in the large-scale production of 

EVs but other car manufacturers refrained from doing so. To shed light on the underlying 

reasons, the remainder of this chapter will empirically describe the developments in the 

industry in general and explore the motivations of the three incumbents to engage in mass 

production of EVs in particular. 

 

7.4 Methodology 

To analyze the motivations to engage in EV mass production, I used the same methodology as 

explained in Chapter 6, i.e. the same case-study approach, case selection and data collection.  
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I adopted a three-step approach (cf. Bourgeois & Eisenhardt, 1988). First, I tracked all EV 

projects from 2006 to 2010 found in the database. Plug-in hybrids were included given that 

they can drive on battery power for an extended range (>20 km). The database was compiled 

using a keyword search using search terms referring to plug-in and EV technologies in two 

industry trade magazines (Automotive News and WardsAuto World), a car magazine 

(Autoweek), and the Financial Times. EV projects were classified as being in a concept, test, 

or mass production stage. Concepts are used to present technologies or designs but are not 

intended for production. It should be noted that, in this study, concepts and prototypes were 

aggregated, with both terms being used interchangeably because the analysis suggested 

blurring boundaries between concept cars and prototypes. Prototypes are usually the 

preliminary models of a new car to experiment with novel technologies. However, concepts 

were also often used to assess new technologies. Test cars encompass vehicles that are 

examined under controlled, real-world conditions to learn from and improve the technology 

based on a wider test group. Mass-produced cars were assumed when car manufacturers had a 

dedicated production line in place for standardized products.  

Subsequently, I analyzed the motivations of the car firms that either invested at each 

stage by examining their generic, production, development, commercialization and 

government strategies, as well as their opinions of EVs and the expected market size. These 

results were compared with the initial coding and refined accordingly.  

 

7.5 EV industry overview 

In the following sections, I will examine the EV engagements of incumbents from 2006 until 

2010 and depict the diverging EV market expectations of car manufacturers. Next, I present 

the cases of three firms—General Motors, Nissan and Mitsubishi—which were the only 

incumbents that prepared for EV mass production, and explore their reasons for doing so.  

As described in Chapters 4 and 6, EVs have experienced a revival since 2006. 

Numerous incumbents have invested in EV technologies again since then. However, most of 

them focused on concepts or test cars (see Table 7.1). Out of 65 EVs, 49 were prototypes or 

concepts, 13 were test cars and only 3 went into production.  

 

 

 

 



CHAPTER 7: EXPLORING INCUMBENT MOTIVATIONS FOR PRODUCING ELECTRIC VEHICLES 

174 

Table 7.1: Car manufacturers’ engagement in electric vehicles and plug-in vehicles 

Car manufacturers Concept/prototype 
of EV or PI-EV 

Test of  
 EV or PI-EV 

Purpose-built mass 
produced EV or PI-EV 

U.S. origin   
Chrysler 6 - - 
Ford 2 2 - 
General Motors 7 2 1 
European origin   
BMW 2 2 - 
Daimler 5 2 - 
Fiat 1 - - 
Peugeot 2 - - 
Renault 4 - - 
Volvo 1 - - 
VW 3 - - 
Asian origin    
BYD 3 1 - 
Great Wall Motors 1 - - 
Honda 1 - - 
Hyundai 1 - - 
Mitsubishi 1 1 1 
Nissan 4 2 1 
Subaru - 1 - 
Suzuki 1 - - 
Tata 1 - - 
Toyota 3 2 - 
Grand Total 49 13 3 

 

The majority of the incumbents built concepts or prototypes. For instance, incumbents 

such as Chrysler, Renault or BYD presented several concept cars, learned about technologies 

and gained some green credentials. Some incumbents also produced test cars. Ford (Focus 

EV), BMW (Mini E) and Daimler (E-Smart) tested EVs in controlled environments, received 

feedback from test customers and improved its reputation for being sustainable. Often these 

cars were modified conventional vehicles built in small series, or were produced or modified 

through a third-party provider (see Chapter 6). Nonetheless, a few incumbents have begun 

mass production—namely GM (Chevy Volt), Nissan (Leaf) and Mitsubishi (iMiev) (see 

Table 7.1). These firms have developed purpose-built and production-ready electric vehicles 

and have dedicated production sites. Their intended production volumes started at 55,000 cars 

per year (Mitsubishi iMiev) up to 500,000 a year (Nissan Leaf) (see Chapter 6). The three 

incumbents, GM, Nissan and Mitsubishi targeted the mainstream market with their EVs. 

Thus, these firms were the only ones that invested in EVs on a large scale. 

 Why did a few car manufacturers engage in mass production while most car 

manufacturers only presented concepts or tested a limited number of EVs? The analysis of the 

empirical data revealed that perceptions of the EV market differed. On the one hand, the 
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majority of incumbents doubted whether the market was ready for EVs. These incumbents 

were content to present concepts or conduct tests. The three incumbents, however, had a more 

positive perception. Interestingly, some firms had ‘conflicting’ perceptions, i.e. they exposed 

negative and positive perceptions at the same time. Toyota, for instance was mostly doubtful 

about the applicability of EVs, but also admitted that EVs could have the potential to enter the 

market on a larger scale in the future. Daimler pointed to the barriers EVs generally face but 

also conceded the opportunity for EVs in the Chinese market as an option to circumvent 

petrol supply shortages and reduce CO2 emissions. Furthermore, while regarding EVs as a 

crucial technology, Volkswagen (VW) acknowledged that it will take long for EVs to enter 

the market on a larger scale. 

Figure 7.1 shows illustrative quotes of incumbents’ EV market perceptions as found in 

the analysis. It gives an overview of statements made by firm representatives in public in the 

period 2006-2010, divided into negative market expectations (left side of the figure) and 

positive ones (right side). In the Figure I put some parts in bold to highlight the core themes of 

the quotes and to enhance clarity.  
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Figure 7.1: Illustrative quotes of incumbents’ EV market perceptions over time  
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The majority of the incumbents wondered whether EVs would be the ideal technology. 

Honda and Daimler believed that fuel-cell vehicles would provide a better long-term solution 

than EVs. Honda, though, expected fuel-cell cars to be the future: “The ultimate electric car 

will have to be the fuel cell vehicle. Battery-based electric vehicles aren’t really practical at 

this point in time” (Automotive News, 83(6332), 2008, p. 24). Daimler was also more 

convinced of the success of fuel-cell vehicles: “The chances appear better on the fuel cell than 

the battery electric side” (Automotive News, 84(6380), 2010, p. 9). Hyundai had doubts about 

the practicality and cost of the battery: “The usage of that kind of 100 percent electric vehicle 

will be very, very limited. […] We are talking about a huge amount of batteries sitting in the 

car. Who can afford that?” (Automotive News, 83(6327), 2008, p. 8). Honda pointed to the 

practicality of using EVs: “It’s questionable whether consumers will accept the annoyances of 

limited driving range and having to spend time charging them" (Automotive News, 84(6413), 

2010, p. 38). Toyota saw some promise, but doubted whether EVs would, in fact, be able to 

replace vehicles with an internal combustion engine: “We feel electric cars cannot replace 

normal vehicles. […] There will be a market for this vehicle, but a limited one” (Reed, 2010). 

Expectations of incumbents with regard to when EVs would leave the niche status (if 

at all) also varied considerably. VW and Ford had doubts about whether the market would be 

large enough in the future. VW regarded EVs as having a distant timeline and believed that 

bringing EVs to the market would be “an engineering marathon. It’s not going to be a sprint. 

[…] Electric powertrains […] will be "a supplement" to internal combustion engines. […] 

[B]y 2020 EVs will have a global share of 1.5 to 2 percent” (Automotive News, 84(6378), 

2009, p. 3). Ford agreed that due to its characteristics, EVs would remain a niche product as 

Ford’s Gerhard Schmidt, vice president of research and advanced engineering, stated: “I don’t 

think it’ll be a high volume. It’ll be tailored for city driving and a limited range. Overall, I 

think it’ll be significantly below 5 percent of the total new-car sales” (Automotive News, 

83(6332), 2008, p. 22). Honda concurred with this scepticism of the technology and argued 

that investing in EVs would be risky.  

While Figure 7.1 illustrates the divide in the industry, it also shows that differences are 

more nuanced and can alter over time. Although Toyota was pessimistic about EVs in most 

years, the firm also acknowledged in 2007 that “EVs do have a possible future, but maybe not 

exactly as some people have envisioned it” (WardsAuto World, 12(5), 2008,  p. 11). Toyota 

developed three concept cars (e.g. the Toyota FT-EV) and tested two cars (e.g. the Toyota 

Plug-in) (see Chapter 4). In a similar vein, Daimler was mostly in favour of fuel-cell 

technology (see Chapter 5), but also later tested EVs. The firm suggested that EVs would be 
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ideal for the Chinese market and saw an opportunity there (see Figure 7.1). Chrysler was 

notable in its disagreement with these assessments. Its Vice-President estimated in 2008 that 

the market for EVs could make up to 25 percent of the total market in the future and that large 

scale commercialization was mainly deterred by battery production capacity. However, in 

2009, its CEO stated the opposite, claiming that it would take a long time for EVs to enter the 

market, if at all. Although the underlying reasons for the change in perception are unclear, it 

should be noted that the first statement was given at the beginning of the financial crisis just 

before Chrysler asked the government for a USD 7 billion loan, which was essential for 

Chrysler to survive. Government loans were pegged to the development of green vehicle 

development. The second statement was given just a month after Chrysler emerged from 

bankruptcy.  

As already shown in Chapter 6, perceptions about EVs are path dependent. For 

instance, Toyota in 2007 argued that they educated their Prius customers that they would not 

need to charge the car. That was important to position the Prius like a conventional car and 

would reduce the barrier for customers. “We’ve spent eight years telling everyone they don’t 

have to plug in a Prius” (Automotive News, 82(6282), 2007, p. 50). An engagement in EVs 

would have required re-educating customers, which was unattractive for Toyota. What is 

more, experiences from previous EV projects still influenced car manufacturers. Throughout 

the period studied, Honda was sceptical about EVs due to their past experimentation with EVs 

for the ZEV programme (see Chapter 4). “We have made electric vehicles in the past, and we 

faced problems with the batteries then. The energy density in the battery was far below that in 

gasoline engines. Nowadays, the most advanced batteries are lithium ion batteries. But even 

though the size is getting smaller, the density of the energy is still too poor for cars. Our 

stance is that use of electric vehicles is limited” (Automotive News, 83(6332), 2008, p. 22). 

Incumbents such as Ford or Toyota that experimented with EVs before had similar 

perceptions (see Figure 7.1).  

In contrast to the more cautious firms, the three incumbents GM, Nissan and 

Mitsubishi had very positive market expectations. While also acknowledging that EVs are 

most suitable for city use, Mitsubishi saw EVs as the ideal future technology, considering its 

environmental credentials: “When our electric vehicle debuts next summer and people see it 

running around the city, it will be highly evaluated. There's no noise, no smell, no emissions. 

When you think about the entire industry, it’s not difficult to imagine 10 percent to 20 percent 

of cars being electric” (Automotive News, 83(6334), 2008, p. 24). Nissan equally envisioned 

a large future market for EVs: “Electric vehicles could take 10 percent of the global market by 
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2020, or roughly 6 million units in annual sales. […] We see it as mass market” (Automotive 

News, 83(6372), 2009, p. 14). In a more nuanced way, GM asserted that EVs would become 

mainstream vehicles, yet not primary vehicles: “The mass market EV has to be CAPABLE 

[emphasis in original] of being your primary vehicle. […] I think pure battery electric 

vehicles—they’re not going to be niche vehicles, but they’re not going to be a primary 

vehicle” (Automotive News, 84(6417), 2010, p. 1). This perspective was informed by GM’s 

previous less successful engagement in the EV1 (see Chapter 5). Therefore, GM’s strategy 

was to develop an EV with a back-up ICE rather than an EV that relies on batteries only. 

Moreover, the three incumbents saw EVs as the successor of hybrids. Nissan claimed 

that “there is a segment of eco-friendly consumers who are interested in going to the next 

level. They own a hybrid vehicle. But if the next step is available, they want to take it” 

(Automotive News, 84(6414), 2010, p. 6). Mitsubishi equally believed that their customers 

“have already had hybrids and are ready to make the next step” (Automotive News, 84(6420), 

2010, p. 6). Last, GM’s Bob Lutz believed “in the ultimate electrification of the automobile. 

[…] We believe that’s where it’s going” (Automotive News, 81(6228), 2006, p. 6). 

Certainly, the interpretation of these opinions requires caution as the opinions might 

be pure rhetoric to back the incumbents’ (political) agendas and statements are also path-

dependent and context-specific. For instance, Daimler has invested in fuel-cell technologies 

for almost two decades and has maintained a vested interest in that technology (see Chapter 

5). For car manufacturers that invested in EVs, it is sensible to have a positive outlook and to 

popularize it. GM, for example, announced at the beginning of the decade that it would be the 

first car manufacturer to bring one million fuel-cell vehicles on the road. With the rise of EVs, 

the firm shifted its opinion and became a strong proponent of plug-in EV technology. 

However, the scope of this chapter does not allow me to analyze the rhetoric of car 

manufacturers in great detail. Regardless of whether the opinion follows the investment 

decision or vice versa, it still reflects a position and commitment to EVs that is central to the 

purpose of this chapter.  

 

7.6 Profiles of EV forerunners: General Motors, Nissan & Mitsubishi 

As mentioned above, most incumbents in the industry adopted a cautious strategy. They had 

modest market expectations for EVs and focused their attention on their main markets. 

General Motors, Nissan and Mitsubishi can be considered forerunners in EV 
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commercialization. In what follows, I provide a profile of the three firms with regard to their 

EV engagement.  

 

General Motors 

For most of the 20th century, Detroit-based General Motors was the world’s largest car 

manufacturer. Along with GM’s U.S. competitors, Ford and Chrysler, Toyota was the fiercest 

competitor striving for the position of the largest car manufacturer, and it eventually 

succeeded in overtaking GM in 2008. GM, among other reasons, failed to address trends 

towards more economical green cars and instead relied too much on producing ‘gas-guzzlers.’ 

GM’s engagement in green technologies focused initially on electric vehicles (see Chapter 5). 

In the 1990s, the EV1 was the world’s first purpose-built and mass-produced EV. However, 

due to lack of demand, GM discontinued the model, and customers had to return their cars to 

GM after the lease contract ended. GM also developed prototypes of fuel-cell cars, most 

notably the Sequel and the Autonomy.  

In 2005, however, GM announced a shift in its strategy—to focus on fuel efficiency—

for several reasons. First, GM faced financial distress due to increasing healthcare costs for 

unionized workers and decreasing sales, particularly of high-margin sport utility vehicles 

(SUVs). The U.S. government demanded that GM develop green technologies in order to 

receive loans that were essential for the firm to survive. Second, GM faced difficulty in 

meeting the Corporate Average Fuel Economy (CAFE) standards for its fleet in the U.S. 

which could result in penalties.  

Therefore, GM decided to make changes in its product portfolio; on the one hand, it 

sold the brand Hummer which produced large fuel inefficient SUVs (e.g. the H2) and, on the 

other hand, GM began developing the Volt. Bob Lutz, GM’s president of product 

development, called for an ‘iCar,’ hinting at Apple’s successful product strategy in order to 

revive the firm. The ‘Volt’ was given top management priority. The firm argued: “As a ‘halo’ 

vehicle and an extremely important technology play, we think it’s very important to have [the 

Volt]” (Reed, 2009) indicating the importance of the vehicle as part of their turnaround.  

In 2006, GM presented the prototype of the Volt at the Detroit Motor Show. The Volt 

was announced as an electric vehicle with a range extender and seen as the much-needed 

saviour of GM. Building on the knowledge of producing EVs and the experience of the 

infrastructure challenge, GM decided to build an EV with a short range (40km) and to 

integrate a backup ICE to circumvent range fears and refuelling issues. Just before the launch, 

GM revealed that the backup engine could also directly propel the wheels, which essentially 
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meant that the Volt was a plug-in hybrid. That caused disappointment among car enthusiasts 

but did not impede the launch of the Volt in the Fall of 2010. The planned annual production 

capacity was about 10,000 in 2011 and 45,000 in 2012.  

 

Nissan 

In 2010, Nissan was part of Renault-Nissan, the world’s third-largest car-producing group, 

headed by CEO Carlos Ghosn. When the alliance was initiated at the end of the 1990s, Nissan 

was in financial distress. Ghosn, who was at the time a manager at Renault, became the Chief 

Operating Officer of Nissan in 1999 (Magee, 2003) and promised a turnaround within three 

years. In fact, he was able to make Nissan profitable within a year and turned the firm into 

one of the most profitable firms in the industry. Subsequently, he became CEO of Nissan in 

2001 and, in 2005, CEO of Renault-Nissan. 

Despite being profitable, the firm still needed to re-establish its brand position as a 

technology leader and was seeking a green image. The CEO announced the importance of 

technology for Nissan. “Focused technology will once again be a pillar of Nissan’s 

competitive strength [...] and the core of our brand identity” (Ghosn, 2007). 

Before Nissan started to develop EVs, it engaged little in green propulsion 

technologies. In fact, for a long time, Ghosn had been a sceptic of hybrid technology. He 

particularly doubted the mass-market appeal. When, in 2006, the group announced its new 

strategy, the Nissan Green Program 2010, Ghosn (2007) announced his change of heart—that 

Nissan wanted to fulfil environmental expectations:  

 

‘Our most urgent R&D challenge today is to meet society’s environmental 
expectations. That’s why 40% of our budget for advanced engineering is 
devoted to Nissan Green Program 2010, our five-year environmental blueprint. 
For our industry, environmental sustainability represents the biggest 
engineering challenge. And no matter what you may hear, there is no silver 
bullet, no quick fix. In this race, the finish line is still nowhere in sight.’  
 

 Most notably, the program involved developing a test EV, building a Lithium Ion 

battery plant in a joint venture and reducing its CO2 emissions from production activities by 

seven percent. In 2007, Nissan announced that it would bring an EV to the market by 2010. 

The firm committed about USD 5 billion to the development of EVs. The result was the 

Nissan Leaf, a full-sized, purpose-built EV with a range of 160 km. The car was launched in 

December 2010, with an initial production volume of 20,000 cars annually. 
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For the production of Lithium Ion batteries for the Leaf, Renault-Nissan established 

the joint venture Automotive Energy Supply Corp. with NEC in 2007. For the recharging 

infrastructure, the group collaborated with Better Place, a U.S. start-up that built battery-

swapping stations and leased batteries to their customers. The car was planned to be produced 

in Japan in the Oppama plant south of Tokyo, in Europe in Sunderland, UK, and in the U.S. in 

Smyrna, Tennessee. The total planned production was larger than 200,000 EVs. Additionally, 

Nissan planned battery-producing plants in the U.S. and in Europe (see Chapter 6).  

The Leaf was meant to establish Nissan’s image as a technology leader. Nissan’s top 

management argued that a shift away from styling and performance was a differentiator: “We 

think that innovation has bigger legs. It’s a point of differentiation from Toyota and Honda” 

(Automotive News, 85(6434), 2010, p. 22). In other words, the Leaf was a means for Nissan 

to reposition the brand, to be perceived as distinct. The Leaf, as the firm’s flagship project, 

enabled Nissan to credibly implement its program to become an environmentally-friendly 

firm with a technology focus. Furthermore, green technology also allowed the firm to improve 

its dealer network. Due to the Leaf, Nissan could establish a San Francisco dealer network, 

which had not been possible before. Nissan had more than 30 open dealer spots to fill. 

Because Californian consumers were considered more environmentally friendly, the Leaf 

made Nissan more attractive to franchise dealers and enabled the creation of the network. 

Overall, the Leaf was instrumental for Nissan’s strategic turnaround. As Brian Carolin, 

Nissan’s North American senior vice president for sales and marketing stated: “I think this car 

can act as a real halo for the Nissan brand. […] It can have a transformative effect on the 

Nissan brand and how people perceive us” (Automotive News, 84(6410), 2010, p. 6).  

  

Mitsubishi Motors 

The Japanese car manufacturer Mitsubishi is part of the Mitsubishi Keiretsu—the Mitsubishi 

Group of companies—and was the 16th-largest car manufacturer in 2010. In 2000, Daimler 

bought a 37 percent share in Mitsubishi while Mitsubishi was in financial distress. However, 

Mitsubishi’s performance worsened, and Daimler sold its stake fully in 2005.  

Mitsubishi faced three problems at the time. First, it faced losses for the third 

consecutive year. Second, it had to react to tightening CAFE standards in the U.S. due to their 

too high CAFE fleet average. CAFE standards prescribe the minimum fuel economy a car 

manufacturer’s annual total sold cars need to achieve otherwise the firm faces penalties. And 

third, it had to compensate for its lack of knowledge in hybrid technology, in which its 

competitors had a lead. Therefore, the firm committed to EVs and announced that it was 
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planning to commercialize EVs by 2010. Before, Mitsubishi had engaged in green 

technologies only for small-scale projects. It was generally known for its capabilities in 

direct-injection engines and powertrains.  

In 2007, Mitsubishi presented the iMiev concept (Mitsubishi innovative electric 

vehicle), a full EV with a range of 160 km. The car, which was based on a subcompact sedan, 

started to be produced in Japan. For the production of the Lithium Ion batteries, Mitsubishi 

entered into a joint venture with GS Yuasa. In 2009, Mitsubishi began selling the car to fleet 

customers in Japan and announced the launch in the U.S. for Fall 2011. What is more, 

Mitsubishi reached an agreement to supply Peugeot with 100,000 iMievs that the French 

manufacturer will sell rebadged as the Peugeot iOn.  

Engaging in the full-EV iMiev promised to be a solution to all three problems faced by 

the firm. Mitsubishi leapfrogged its technology gap; EVs could compensate for deficiencies of 

their CAFE; and, by being perceived as innovative and green, the firm strove to increase sales 

and regain profitability. Also, Mitsubishi used the iMiev as a means to restore its shrinking 

dealer network in the U.S. and as a means for repositioning. The firm argued that the iMiev is 

one of the “new pillars for penetrating different markets” (Automotive News, 85(6433), 2010, 

p. 28). 

 

7.7 Motivations of EV mass production 

As mentioned above, scholars argue that firms engage in sustainable innovation to gain first-

mover advantages (Lieberman & Montgomery, 1988; Pinkse & Kolk, 2009; Van den Hoed, 

2007). Indeed, the empirical findings illustrate that the three case firms were seeking first-

mover advantages (see Table 7.2). Nissan, for instance, intended to become the leading EV 

manufacturer by investing in the Leaf, arguing that “[t]his is an opportunity to go into a whole 

new technology and own that space” (Automotive News, 83(6367), 2009, p. 20). It regarded 

the Leaf as a means to newly position the firm as fast as possible: “We are going directly to 

zero-emissions vehicle positioning, and we are trying to go there as fast as we can” 

(Automotive News, 82(6309), 2008, p. 16).  
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Table 7.2: Motivations to engage in EVs, strategic decisions and outcomes 

Firm Motivations Strategic decision (Desired) outcomes 
    
General Motors First-mover advantage 

Catch up and overtake Toyota 
 
CSR 
Reputation for fuel inefficient cars, EV 
could help improve reputation 
 
Policy pre-emption 
GM was not going to meet U.S. CAFE 
standards, EVs could prevent CAFE 
fines  
 
Organizational decline 
Faced financial troubles, and needed 
government loans to survive 
 

Invest in Volt Plug-in 
EV 
Divest Hummer 
brand 

- Eligibility for 
government loans 

- More innovative and 
green image 

- Improve CAFE 
compliance 

- Halo effect 
 

Nissan First-mover advantage 
Become leader in EV technology 
 
CSR 
Lacked desired reputation 
 
Policy pre-emption 
Anticipate future regulation, 
particularly for urban areas 
 
Organizational decline 
Shrinking dealer network 
 

Green Programme 
Invest in Leaf EV 

- Positioning as a 
technological leader 

- First-mover advantage in 
EVs 

- Enhance dealer network 
- Halo effect 

 

Mitsubishi First-mover advantage 
Lacked technological knowledge in HV 
technology and intended to leapfrog 
HVs 
 
Policy pre-emption 
Feared to not meet U.S. CAFE 
standards 
 
Organizational decline 
Faced financial distress 
 

Invest in iMiev EV - Leapfrog hybrid 
technology 

- Improve CAFE 
compliance 

- Restore dealer network 
- Penetrate new markets 

 

  

In a different way, Mitsubishi strove for a first-mover advantage as well. Due to resource 

constraints, Mitsubishi was unable to invest the same large sums in hybrid technology as its 

bigger rivals. To compensate for the lack of resources but still be a technological leader, the 

firm decided to invest in EVs.  “We were not able to put all our resources into hybrids. […] 

We are climbing the mountain, but we are finding a different route to the summit” 

(Automotive News, 82(6279), 2007, p. 55). In a way, investing in EVs was a leapfrogging 

strategy against the hybrid technology. GM had again slightly different motivations. The U.S. 

incumbent saw its engagement in the Volt as a strategy against its fierce Japanese competitor 

Toyota. GM wanted to regain its leadership position in the industry. “Toyota is still seen as 

the saviour of the planet with the Prius, and we are still seen as anti-Christ producing H2s 
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[large sport-utility truck] rapidly bringing about the gloom of the globe. So we’ve got some 

more work to do” (Automotive News, 82(6273), 2007, p. 36).  

Scholars have posited specific conditions required to gain first-mover advantages 

(Barczak, 1995; Golder & Tellis, 1993; Tetrault Sirsly & Lamertz, 2007). First-mover 

advantages require the right preconditions, namely firm resources and top-management 

support. The three firms made funds available and top management fully supported the 

projects for an extended period of time, which are necessary conditions to achieve first-mover 

advantages (Golder & Tellis, 1993). The case firms also either had the required knowledge for 

the EV technology due to previous projects or they obtained it externally through joint 

ventures. General Motors had knowledge from the EV1, while Nissan and Mitsubishi both 

liaised with battery suppliers. In addition, a first-mover advantage from sustainable 

innovations requires that a firm’s investments not only fit the firm’s mission, but also result in 

firm benefits and be successfully communicated to the public (Tetrault Sirsly & Lamertz, 

2007). I found that all three firms communicated their efforts widely and also expected firm 

benefits (e.g., envisaged a growing market). Nonetheless, only in the case of Nissan was the 

Leaf project evidently aligned to the firm’s mission. Interestingly, while striving for first-

mover advantages, to some extent doing so forced other incumbents to engage in EVs. In 

order to be prepared for the uncertain case that EV mass production would be successful, the 

other incumbents began developing concepts or testing prototypes (Barczak, 1995).  

Next, engaging in sustainable innovations can be part of a firms’ CSR activities. CSR 

can arise due to institutional pressures on different levels (Aguilera et al., 2007), because of 

personal values of individual managers (Hemingway & Maclagan, 2004), or because of  

reputational or performance-driven motivations (Ambec & Lanoie, 2008; Porter & van der 

Linde, 1995). While EV-investing firms engaged in sustainable technology and also benefited 

from improved reputation, analysis reveals little evidence that the firms engaged as a result of 

their CSR activities. According to GM, Toyota gained an image of being green and innovative 

with the launch of the hybrid Prius. GM claimed that the halo effect that Toyota gained 

benefited the sales of their other models. Consequently, GM’s CEO, Fritz Henderson in 

relation to the Volt asserted: “We think that would be positive for the image of the company” 

but also added that it is not solely for image, because it is “awful[ly] expensive” (Automotive 

News, 81(6231), 2006, p. 46). Thus, while reputation played a role, EVs were not necessarily 

a result of CSR activities, but rather it is regarded as a beneficial side effect and as a means to 

differentiate the firm.  
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The third motivation, policy pre-emption, did stimulate the EV engagement of the 

three firms (Geels, 2002; Kemp et al., 1998; Rennings, 2000). EV mass production allowed 

them to alleviate threats of tightening emission standards in Europe and fuel-efficiency 

standards in the U.S. Mitsubishi argued that “[a]fter 2016, the regulations will get tighter, so 

we would like to introduce electric vehicles or plug-in hybrids” (Automotive News, 85(6433), 

2010, p. 28). Also, the firms were concerned about cities banning cars with internal 

combustion engines to reduce smog and alleviate congestion, a development that has already 

started in Europe—in London, for example. A Nissan executive elaborated: “That’s 

something we can anticipate. […] And it might not be limited to Europe. I would be blind if I 

didn't recognize this pattern" (Automotive News, 82(6279), 2007, p. 55). Also, EVs enabled 

the firms to apply for government loans. Nissan was able to secure a loan from the European 

Investment Bank that was granted specifically for the development of low-carbon 

technologies. Moreover, during the financial crisis, when GM went into bankruptcy, the car 

manufacturer applied for loans, pointing to its efforts with the Volt in order to underline its 

future potential. The loans had an interest rate of about five percent, which was considerably 

lower than loans from banks. In order to be eligible, carmakers had to invest the money in 

alternative technologies that improved fuel efficiency by at least 25 percent compared to a 

conventional car. Thus, pre-emption in particular and government policies in general (as has 

been established in previous chapters) were decisive in the decision to invest in EVs.  

Finally, the three cases suggest that engaging in EV mass production was a means to 

generate a strategic turnaround (Ba et al., 2012; Hofer, 1980; Ketchen & Palmer, 1999; Pearce 

II & Robbins, 1993). It appears that the firms hoped that the halo effect of the EVs could aid 

the transformation of the firms or at least lead to better competitive positions. All three firms 

were in some sort of troubled situation at the time of engagement. GM’s and Mitsubishi’s 

situation was, however, worse than Nissan’s which only needed to reposition its brand. GM 

and Mitsubishi were in severe financial problems (see Table 7.3). Their earnings before 

interest and tax (EBIT) in 2005 were negative. In fact, they were the worst performing major 

firms in the industry. As Table 7.3 is only a snapshot, it may be influenced by ‘strategic’ 

accounting and admittedly the financial situation for some of the firms changed dramatically 

(positively or negatively) in following years. It does, however give a good perspective on the 

financial situation of the industry at the crucial moment of EV investment ramp-up. It 

illustrates the financial trouble faced by GM and Mitsubishi at the time.  
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Table 7.3: EBIT of major car manufacturers in 2004/2005  

Firm Name Data Date Data Year - Fiscal EBIT in USD 

Toyota 2005/03/31 2004 $ 155.925.243,61 
Nissan 2005/03/31 2004 $   80.299.980,08 
Ford 2005/12/31 2005 $   68.670.000,00 
Honda 2005/03/31 2004 $   58.830.952,94 
BMW 2005/12/31 2005 $   43.532.003,00 
Daimler 2005/12/31 2005 $   40.288.117,00 
Volkswagen 2005/12/31 2005 $   37.553.308,00 
Peugeot 2005/12/31 2005 $   22.967.660,00 
Renault 2005/12/31 2005 $   17.071.838,00 
Fiat 2005/12/31 2005 $   11.839.000,00 
Suzuki 2005/03/31 2004 $   10.027.986,39 
Mitsubishi 2005/03/31 2004 $  -11.986.251,85 
General Motors 2005/12/31 2005 $  -35.520.000,00 
Exchange rates  
(Source: x-rates.com) 31.03.2005 31.12.2005  
EUR-YEN 139,0511 139,3450 

 EUR-USD 1,2966 1,1839 
 

    (Source: Compustat) 

 

Ketchen and Palmer (1999: 683) argued that “poor performing organizations will 

make strategic changes in, for example, the products and services they offer.” This explains 

why GM and Mitsubishi developed new products, but it also raises the question of why they 

decided to engage in EVs and not conventional cars with an ICE but with a distinctive design 

or extraordinary functionality. This would have made the cost and value slippage problem 

obsolete. However, an investment in a new model with an ICE is unlikely to have resulted in a 

strategic turnaround. This is because the car industry is characterized by a proliferation of new 

models (Orsato & Wells, 2007). For instance, in 2005, the time when the three firms were in 

distress, customers in Britain could select amongst 3,155 different variants of cars (Orsato & 

Wells, 2007). Consequently any new model is unlikely to have had a significant effect. On the 

contrary, Table 7.1 indicates how rare EVs are. Also, the disruptive character of EVs has a 

more profound impact on the organization and its image then for instance a new model or 

design. In addition, the stock price of less-profitable firms—compared to their competition—

benefits from the introduction of sustainable innovations (Ba et al., 2012). The analysis did 

not consider stock price reactions, which may be an area for further research.  

In summary, all three incumbents appear to have been driven by all four motivations, 

with some motivations more prominent than others, depending on the case firm. First-mover 

advantages were most important for Nissan to reposition their brand, but the incumbent also 

benefited from improved green reputation, and pre-empted potential regulation. For GM and 
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Mitsubishi, the need for a strategic turnaround was a somewhat dominant motivation, but both 

firms also clearly strove for first-mover advantages and wanted to pre-empt CAFE fines. The 

reputation as a green(er) firm was also extremely important to GM. In the case of GM and 

Mitsubishi it seems to some extent that strategic turnaround was the end-goal of EV 

investment, and the other motivations, i.e. first-mover advantages, CSR activities and 

government policies were means to that end. In that sense, organizational decline might have 

been the underlying motivation. Results suggest that a confluence of motivations led the firms 

to invest in the mass production of EVs.  

 

7.8 Conclusions 

The preceding chapters have explored the evolution of LEVs, looking particularly at the 

interplay of car manufacturers and governments. Prior chapters illustrated that government 

policies have been a key driver for LEV engagement. This chapter extends that work by 

examining the strategic motivations of car manufacturers. Specifically, it reviewed the 

underlying strategic motivations that caused incumbents to invest in LEVs, and set out to 

understand why a few incumbents engaged in mass production of EVs despite value slippage 

(Lepak et al., 2007). Drawing on a wide body of literature, this review found four motivations 

to engage in EVs, namely first-mover advantages, policy pre-emption, CSR and 

organizational decline. The results suggest that strategic considerations play a role when 

engaging in EVs.  

A review of the recent LEV history of the industry revealed that many firms engaged 

in the development of concepts, but few built test cars and only three firms mass-produced 

EVs. Incumbents’ perceptions of EVs divided the industry: firms that were less optimistic 

about EVs engaged also less and firms that were optimistic engaged more in EVs. Although 

the qualitative nature of the analysis prevents a direct finding of causality, it does show that 

the three incumbents had significantly more optimistic perceptions of the market. Further, 

while most incumbents expected the future EV market to cover a niche and not to grow 

beyond two per cent, the three incumbents saw a much larger market for EVs—with a market 

share of up to 20 percent, i.e. ten times higher than what the more pessimistic incumbents 

expected. 

The findings further suggest that although some of the four proposed motivations were 

more dominant than others, some combination of these motivations led the incumbents to 

engage in EVs. First-mover advantages and policy pre-emption were key motivations. CSR 
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activities were less prominent as a motivation, likely due to the enormous costs of engaging in 

EV mass production which cannot be justified as CSR value propositions. However, car 

manufacturers appreciated the green credentials that came with the engagement in EVs, and 

benefitted from them. Finally, organizational decline seems to have been a core motivation for 

GM and Mitsubishi. The two firms used EV engagement as a means for a strategic turnaround 

to escape their organizational decline. In doing so, the firms were able to retain government 

funds, establish a new image, or leapfrog competitors’ environmental technologies. While it is 

too early to discern whether these strategies led to a sustainable turnaround, financial results 

from 2010 show that both GM and Mitsubishi had a positive EBITA position. GM also 

returned from bankruptcy. This corroborates studies which have shown that strategic 

responses rather than operational actions are more likely to improve performance after a 

decline (Ketchen & Palmer, 1999; Trahms et al., 2013). It also confirms that the turnaround is 

more likely to be successful if new products are based on resources that are valuable and 

difficult to imitate, which is the case for EVs (Morrow, Sirmon, Hitt, & Holcomb, 2007).  

These insights offer a new perspective on sustainable innovations. New product 

introductions in general have been established in the literature as a means for strategic 

turnarounds because they are likely to improve long-term performance (Bolton, 1993; 

Ketchen & Palmer, 1999; Trahms et al., 2013). However, sustainable innovations seem not to 

be a sensible means for a turnaround when they suffer from value slippage. The findings of 

this chapter suggest that sustainable innovations such as EVs may provide the necessary halo 

effect to turn around an organization in decline and therefore justify the value slippage. This 

fits the results of recent studies which have shown that the engagement of poorly performing 

firms in sustainable innovations improves stock performance (Ba et al., 2012). This opens an 

interesting path for future research in sustainable innovations including such questions as: (1) 

Under which conditions are sustainable innovations beneficial for strategic turnarounds, and 

(2) when do firms invest in sustainable innovation rather than ‘common’ innovation for a 

strategic turnaround? Additionally, this suggests that managers of firms in organizational 

decline may consider engaging in sustainable innovations. While the investment might come 

at a high price due to value slippage, the firm may more than offset this slippage with the 

‘halo’ that the sustainable innovation creates. In fact, the car industry has seen similar cases in 

its history as the example of the car brand AMC shows (Hofer, 1980: 19): 
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‘In the 1950s, George Romney became the president of the newly created 
American Motors Corporation. For three years, he waged a "Campaign 
Survival" to keep AMC afloat by discontinuing low-volume products, shutting 
plants, cutting over-head (including executive salaries), and selling off 
nonautomotive assets. Still the red ink flowed. He even took to the road in the 
middle of a recession to convince Americans that the Rambler was the answer 
to the “gas-guzzling dinosaurs” of the Big 3. He succeeded, and AMC was 
saved.’ 

  

Finally, the results of this chapter complement findings of previous chapters. For 

instance, this chapter enriches Chapter 4 in that it provides an additional explanation why EV 

engagement in general and EV mass production in particular increased remarkably, starting in 

2006. Chapter 5 described how car manufacturers subsidized LEV commercialization; this 

chapter provides possible underlying reasons why the case firms were protecting technologies 

beyond stimuli from governments. This chapter also allows taking a different perspective on 

seemingly counter-economic choices of car manufacturers, depicted in Chapter 6. If car 

manufacturers indeed used EVs as means of strategic turnaround, then counter-economic 

choices might have been calculated costs. Further implications and future research areas will 

be discussed in the final chapter. 
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